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SOVIET ECONOMY

1. Soviet economic development is dominated by obsession
with rapid growth of heavy iidustry. Large part of reason
for th&g is deaire for strong military posture.

&, TFor example, we estimate that 35% of its gross
national product, equivalent to approzimately 55
billions of dollars, goes directly into the :iliu
tary machine or into capital invastgant, which is
bage for expansion of future military cayabiligiou,

b. 1In the v.s;a. 27% of our gross ﬁatianal prodﬁct
in for military or ;nvestnant purposes,

2. Hence before discussing the ecoamomic, industrial nﬁd
scientific position of the Soviet Union, I propose to discuss
what we believe its military posture to be.

3. The Soviet Bloc implacably believes in eventual
triueph of interanational communism. Expects and hopes to achieve
this end without a global war but feels it must be prepared

for war if other means fail or 1if attacked.
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4. Soviet position due to their fear that global war,
whils it might destroy the capitalist system and eventually
lead to & communist world, might slso bring about their own
destruction and guite different group of men would rise from
asheos of a global struggle.

| 8. Therefore, estimate the Soviets will probably try to
avoid global war for the immediate future for this and other
reasons.

n. ;t the present time and pending the development
of an effective long-range bomber force, or long-
range guided missiles, they are not assured of
being able to destroy the American 1aﬂu§tria1 base

and our retaliatory power and hence win out in

the iong rum.

b. At the present time they are somewhat behind us
in the nuclear race and probably do not havi an
sdequate suclear stockpile for global war purposes,
although they do probably have a mtockpile which,
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i surprise were achieved, could effect ﬂev;stgt&ng
damage.

¢. They seem to fesl a general military 1n£eribritr
to the United 3tates except in ground forces and
possibly in gaided missile development.

d. ;Tﬁl Soviet coasider themselves a&s appreciably
encircled by American overseas bases and that
we have, unless they can neutrazlize these dases, a
nore sfifective jumping off point to attack them
than they have to attack us.

6. 1 conclude that over the next decade they will continue
to devote of their gross national product every ounce of
strongth which they think their people will stand to beavy
industrial development--the basis for military strength in
even more distant decades.

iw They will give 1lip snrv;cc_to the incresse of
copsunmer goods, although not &0 recklessly as
during the Malenkov regime, but it is clear from

Approved For Release 2000/09/01 : CIA-RDP71T00730R000100010045-2




Approved For Release 2000/09/01 : CIA-RDP71T00730R000100010045-2

-

the new Sixth Five-Year Plan that the real
priority of heavy industry will remain unchanged,

7. ¥%e will, therefore, probably bave & situation during
the next decsde or a good part of it where the Soviet Uaion
will continue to devote as they do today about 35% of their
gross national product to military ends or to capital investment.

2. This mesns emphasis on heavy industry, atomic
weapons, aviation, guided missiles, and related
fields of electronics, stc.

h. V¥hers do they stand in this situation today?
Have here chart showing their industrial
production as compared im billions of dollars
to the United States. (See cﬁnrt}

8. During qnartof of century since Stalin consolidated
power position in 1928, USSR has risen from relatively un-
developed country to second larstai economy in the world.

2. This growth particularly remarkable considering

destructive effects ¥World ¥ar 1IX.
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b. It bas iavolved tramsfer of millions of workers
from sgriculture to urban occcupations paralleled
by prodigious efforts to sducate them in modern
skiilu and technology.

¢. The Scviets have diverted an unusually large
portion of total mationmal product to investment--
twice that of U.5.4A. The vesult his been:

{1) ¥hile capital goods output was raised ten-
fold, agricultural production failed to
match gravih in population,

{2) Planned goals for heavy industry have usually
been reached or surpassed wvhile modest goals
for consumer goods have beon ehrenic&ily'
uafulfilled.

9. As indicated above, total ocutput of USSR now is one -
third of U.S8.A. but about 1.78 that of U.K. However, USSR
production of capital goods far larger proportion of total

national product than for U.S.A.

Approved For Release 2000/09/01 : CIA-RDP71T00730R000100010045-2




Abproved For Retease 2000/09/01 : CIA-RDP71TOU730R000100010045N
a., For example, USSR production of coal almost

equals that of U.8.A., while the number of machine
tools produced exceeds slightly that of U.S5.A.
its cutput of sutomobiles less than 5% of ours.

10, Sixth five-year plan 1856-1860 follows traditionsal
Soviet line of henvy industrial ocutput which will bring Soviet
indusirial production in 1980 to nearly 2/8 of U.S.A. as against
1/8 in 1950. Electronic output--largely & military item
particularly for guided missiles--will be tripled or quadrupled.
In field ef apecisl heat resistant alloys where Soviets bave
done much fundamental research a six-fold increase in production
contemplated. (See attached sheet for comparison of present
capital goods production im certain key fields.) f

1l. I have read with interest your publication Resources

of the World., As applied to the Boviet Union, the probleam of

food availability appears to be more difficult of solution
than those of raw material, energy resource, and technical’

manpower scarcities.
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#. Both historical review and current analysis of
Sorviet acanonicrﬁbliey disclose greater muccess
and determination in coping with the latter three
problems than with that of adequacy and variety
of diet. |

12. The Soviets have imaugurated their'new landa™ program
to increase grain suypiia? but a big question remains as to
the long run successges of this progras.

a. The difficulties sncountered tkis year in the
new lands tend to point up the fact that Soviet
land resources are not unlimited.

b. Increases in_;roﬁncticn.throu;h land expansion
alone cannot be cxpécted to solve the problem of
fesding an sver-increasing population.

13. 1If the Soviets wish to fulfill their promises of =
naré vnriadranﬂAhighcr qnslity diet for their people, a heavy
investmont piazrau providing far greatly increased production

of fertilizer and special purpose mschimery for meat, dairy
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and vegetable output will be required.

SCIENCE AND TECHNOLOGY

14. Xaganovich in a recent public speech said:
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Capital Goeds Production, 1835

U8 as multiple

wsg v s UBER of USER
Coal 443 390 1.1
(aillien metric tons)
Crude 0i1 & Natural Gas lLiguids 366 70 5.2
{million metric tons)
Rlactric Power 633 170 3.7
{billion Kwh) ,
‘Steel 106 45 2.4
{million metric tons)
Primary Aluminum 1.4 0.5 2.8
{million metric tonn)

tic Rubber 0.9 0.23 3.9
(millien metric tons)
Cenent _ - 86 123 2.3
(millien metric tons)
Mineral Yertilizers 25 9.6 3.6

(sillion metric tons)

Consamer Goods Production, 1988

Cotton Fabrics 2.0 5.9 1.8
(biliien lizear meters)

Automobiles and Trucks 2.2 0,45 20.4
(million units) »

¥ashing ¥Machines 4.4 ,087 50.6
{millton units)

Radio and TV Sets 20.3 4.0 5.1

(sillien units)

Neat ‘ 12.2 4.5 2.7
(million wetric toms)
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